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Introduction 


Sulphur in the form of hydrogen sulphide is a domnenl ye 
occurring constituent of Alberta natural gas. The concentrea- 
tion of hydrogen sulphide varies from trace amounts to over 
30 per cent but in all cases it must be removed before the gas 
can be marketed. If the amount of sulphur in the produced gas 
is more than a few tons per day, the hydrogen sulphide in addi- 
tion to being extracted must be converted to sulphur. This is 
necessary both for conservation and for pollution control 
reasons. Alberta is an involuntary producer of sulphur - its 
production is not related to the market demand for sulphur but 
is controlled by the nature of our gas reserves and the demand 


and sales of gas. 


\ During the past two decades, there has been a dramatic 
Eis€san the production of sulphur din .the Province of .Alberta. 
Production increased from a few thousand long tons per year 
in the early fifties to some 350,000 long tons in 1960. In the 
past decade Alberta sulphur production has increased 12-fold, 
being almost 4.2 million long tons in 1970. 


Two factors have led to the substantial growth in Alberta 
sulphur production. The increase in demand for Alberta gas, 
primarily in Eastern Canada and the United States, has resulted 
in many more sulphur extraction plants being built to process 
additional volumes of gas. Also most recent new gas discover- 
ies have been in the foothills regions of the Province where 


gas contains more hydrogen sulphide. 


Alberta sulphur production will continue to increase 
rapidly over the coming years with the continued high demand 


for natural gas and more drilling in the foothills regions. A 
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number of independent forecasts all suggest that sulphur pro- 
duction in Alberta will exceed eight million long tons per 

Pears yee 7r or 19.7 and willibetabout 10° milton ‘long tors 
perfiyearm by 1976. Nearly all ‘of the forecast ‘production ‘for 
the early future years is from existing processing plants or 
plants now under construction so the forecast may be considered 


highly reliable to 1974 and fairly accurate to 1976. 


World Demand and Supply 


The major use of sulphur is in the manufacture of sulph- 
Uric Bcdid, eawhiich dni turn iis a dasic tndvstrivel'raw material, 
patticularily adn’ ‘the chemical, fert#lizger, ‘pulp ‘and ‘paper, “and 
metal industries. For this reason, world consumption has 
paralleled the industrial growth over the past twenty years. 
Western world consumption of sulphur in all forms grew from 
some 11 million long tons per year in 1950 to almost 18 million 
long tons per year by 1960. The rate of growth has averaged 
about 5.5 per cent per year over the past decade, resulting 
inad970t consumption in excess of 29 million long tons. The 
consumption of sulphur in the western world is expected to 


continue its recent history of growth in the coming years. 


The total western world demand for sulphur is supplied 
from several sources. These include sulphur produced from the 
Frasch mines of the United States and Mexico, sulphur recovered 
from natural gas, sulphur from pyrites, sulphur from mined 
ores, and sulphur recovered from pollution abatement programs 
including the clean-up of gases from smelters and from re- 
fineries processing sour crude oils. Alberta sulphur normally 
does not directly compete in the market with sulphur recovered 
ftonepyrites, no smelter gas,’ navivetores’ or ‘sour ‘orude? oi TD. Also 
sulphur from natural gases in the United States finds its own 
separate market. Sulphur from all these sources is usually 


sold locally and recently has amounted to slightly more than 50 


Digitized by the Internet Archive 
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per cent of the total western world sulphur demand. This 
leaveSa "net brimstone demand" of less than one half of the 
total western world sulphur demand to be supplied from United 
States and Mexican Frasch production, sulphur recovered from 
natural gas in France, Polish exports to the western world, 
and sulphur recovered from natural gas in Alberta. The re- 
cent history of sulphur marketing from these sources has shown 
a substantial decline in exports of Frasch sulphur from 

Mexico and United States and a substantial increase in exports 


by Alberta and in exports to the western world from Poland. 


Problems in forecasting both the total consumption and 
the production from these many other sources make it difficult 
to predict the future net brimstone demand and the prospects 
for marketing Alberta sulphur. These uncertainties result in 
forecasts of net brimstone demand ranging from ones that show 
substantial increases to forecasts reflecting decreases. How- 
ever, since production from other sources, particularly from 
pollution abatement programs, is expected to grow more rapidly 
than total consumption over the coming years, the growth in 
the net brimstone demand in the next few years, if any, is 
likely to be modest. The forecast which I consider most reason- 
able indicates a net brimstone demand in 1976 of about 15.6 
million long tons compared with the demand of some 13.8 million 


fone etome —1n- 19/0), 


Alberta Sales History 


In the early years of the Alberta sulphur producing in- 
dustry, Alberta sold most of its sulphur production in Canada, 
primarily in the west. In the late 1950's Alberta began yale 
ing sulphur in the United States and within a few years began 
shipping sulphur to off-shore markets. Annual sales increased 
slowly during the 1950's but jumped from about 85,000 long tons 
in 1959 to some 210,000 long tons in 1960. Sales continued to 
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increase rapidly and approximately one million long tons were 
Soros 1965." In 1964, the firat year of a world .oud phage 
shortage, sales amounted to some 1.5 million tons and sub- 
stantially exceeded production. This under-supply situation 
prevailed until about 1967 when annual sales by Alberta pro- 
ducers topped two million tons. In 1968 sales reached some 
2.2 million long tons but were much less than the annual pro- 
duction of about 3 million long tons. In 1970 sulphur sales 
by Alberta producers amounted to about 3.1 million long tons 
as compared to total Provincial production of 4.2 million long 


tons. 


Inventories built up slowly during the early producing 
years and by the end of 1958 totalled only some 40,000 long 
tons. They then increased rapidly and by 1964 amounted to 
some one million long tons. Th inventories were reduced to 
about 600,000 long tons by the end of 1967. Since then in- 
ventories have built up very rapidly, in fact by more than one 
million long tons per year in 1969 and 1970, and by the end of 
MIU were. Over «s..0 militon long tose... it is, tortunate thar 
sulphur can be stora@ at low cost in the open air with practic- 
ally oso deterioration. but still inventories. or, stockpiles 
represent deferment of sales and therefore a loss of present 


worth income. 


The value of Alberta sulphur sales, FOB the producing 


plant and on a unit basis, has varied considerably over the 
years. The value was reasonably constant in the range of 
$20.00 to $25.00 per long ton in the early years when sales 
were small and mostly local. In the early 1960's a surplus 
supply situation, particularly on a local basis, brought 
about a substantial decline in selling prices resulting in 
an average plant value of the order of $11.00 per long ton 
in 1964. The world sulphur shortage of the mid-1960's re- 


sulted in large price increases and Alberta plant values 
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reached $35.00 per long ton and higher in 1968. The natural 
increase in involuntary sulphur production on a world-wide 
Ceete,y Perticulariy in Alberta, and a further tucréease in 
iavoluntary sulphur production from Frasch mines brought 
about by the very high prices rapidly reversed the world 
sittation to create one of over=<supply by early 1969. Prices 
decreased rapidly to the point where the average 1970 FOB 
plant value for Alberta sulphur sales was less than $9.00 per 


long ton. 


As I mentioned earlier, sales of Alberta sulphur were 
essentially limited to markets within Canada until the late 
1950's. Exports to the United States began at that time and 
grew to volumes in the range of 700,000 to 900,000 long tons 
per year where they have remained for the past five years. 
Off-shore shipments became significant in the mid-60's and 
by 1967 amounted to almost 900,000 long tons per year, over 
my oper cent of the total sales of Alberta cuiphur. By i970 
the total off-shore sales of Alberta sulphur amounted to 
SOc, 1,050,000 long tons or about .5U per cent of total sales, 
Of this amount some 680,000 long tons were sold in Asian 
markets; about 400,000 long tons went to Europe and about 
360,000 long tons were sold in Australia and New Zealand. A 
total of about 110,000 long tons were sold in other markets 
in Africa and Central and South America. Alberta sales of 
sulphur have grown most rapidly over the past couple of years 
in Europe where where sales have increased from some 86,000 


long tons in 1968 to about 400,000 long tons in 1970. 


Both the total revenue to the plant owners and the 
royalties to the Alberta Government from sulphur sales have 
declined substantially in recent years. Total industry rev- 
enue FOB plant reached a peak of some 75 million dollars in 
1968 and has declined to about 27 million dollars in 1970. 

This was despite an increase in sulphur production from about 
3.0 million long tons to 4.2 million long tons, and an increase 


in sales from 2.2 million long tons to 3.1 million long tons. 
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The Alberta Government royalty on the production of sour 
natural gas is @ateui teed on the value of the gas and other 
products, including sulphur, after processing. Naturally a 
decline in the revenue from sulphur sales affects the royalty. 
It is difficult to segregate the royalty attributable to 
sulphur but there is no doubt that the decline in sulphur 
sales revenue from 1968 to 1970 caused a loss in Government 


royalty of several million dollars. 


Outlook 


Projections of western world sulphur supply and consump- 
tion lead to the conclusion that an over-supply situation is 
fAkety to exist for many years into the future. This world 
over-supply situation is particularly serious to Alberta be- 
cause, as I mentioned earlier, our production is involuntary 
and it is expected to increase very rapidly from 4.2 million 
Jong tons in 1970 to as much as 10 million long tons by 1976. 
Accordingly, those sources of supply of the net brimstone 
demand or which compete for the sulphur markets not supplied 
from local sources (namely, the United States and Mexican 
Frasch producers, Poland, and the producers of sulphur from 
natural gas in France and Alberta) will face increasing compe- 
titiomtivom seach other? and particularly from Alberta. In the 
absence of any arrangement for the regulation of production 
and inventories on the part of those producers competing for 
the net brimstone market, prices will undoubtedly continue the 
decline of recent years. We cannot forecast this decline with 
real accuracy but a conservative appraisal of the situation 
suggests that the average sulphur price in the principal mar- 
keting areas could decline even further and by a substantial 


amount. 


The Alberta Government believes that if present marketing 
practices continued Alberta sulphur producers would be able to 


continue to market substantial volumes of sulphur in export 


I 
ee 3 


x ah pe , 


a. Pian: ‘sche i 


ie coal is} « iy a 
Ll ae - 
Alig . oe my ; 
da, gs 
» meer as, bade wer) setae 


annoy! sob LEs carvevina WB x 


sonensden 


9 mre ats Sea vtedbe ‘Soiatine nbrew Rioseow 20 socitesouort | 
at mot zews ke yhqyan reve . tea “awit wo baw Lome. odd or bart 
bivew what eri “ana oaet paesy thaw tod apkxe 02 se 
~of praeeta oF eddie ¢bvel vob 3a0q mt nohicwdhe etaqoesl 


et a 
bi 
fisjaulownt bi noksboherg Tee prativse ‘beviot trom + a8 ‘aa 
ithe 2.4 ele eibigae VEST eeaszont od eet 9gxo ai $2, | 
yO ais the ain, f, diy th. as 5 taum oe oF OTRL nt ence an 
vhost kat tes aay th ‘etaquis to nyoxrgon sacs “vlan thyeaa, 
Hstingta Ie ecodtam + Tul gti ei? Hd steqaos that dy tO. basset 
‘te te ee Hire sarerd ybeotau $44 “omen aot Toe feael | 
moe? pee ihe can 29 02 GRONG, Pe a hae see atad® ovaopborg pe to 
oquod girkee biome | 998 tite (dated ra Sia aia tod aeg ‘one 
sia ml eo tedtA' got \binte st taey bee «tedto He bt aor? ok se 
ne 'taubaty be tit ba eA gee res 452 Tremsgus rye eas ho e099 Pa, 
4 2 z gu tasqueb arabe howg een? ts der 84 ons we wolrotmavad 
oto owe dad ¢iks2dwobiew tikw deenng deere abtantwz toa 
fiilw ent tant ahaa deaceael oennes aw /B589% Iwo oy to. Bhi 
notteosty eAe’ 1-0 ‘tenantqen dudsaviseios 2 aud ert TEr ty 
Bia: taqgkombiy ree ay ‘eaters and ive ogarive eds sada @3 vay 
let 193 ea a ~ bine Fala owe war ised bivos eaere aa 
ine ae Pa! sail a Fp i's: . te 


D rie 


anrljieniean dJamearg e ‘uni akan ge ‘Yoamazevod npreagal aT ia 
‘a efdw) ae etante! area ei iefwe reprise beva donee son on 
sabes fin —e te i aaa aetvam ‘ OE 


re 12 1 
¥ Ay i \ ‘| me a ¢ Sil oF y ; 
1G tn 4 ‘ Peery 
aa? 5*4 - 


ie vr : : - my 
ia 7 
i oe : ~*~ Th 
j A) ay i] - " a f 7 d } en | : J 10) 
| if 4 i ¥ 7 a : : ¥ , 
; rs - a ; . i ae \ 
- ac ‘al 


A o - 


markets, but only with the previously mentioned downward 
movement of prices. Projections of individual markets where 
Alberta competes for sulphur sales lead to the conclusion 
that Alberta would be able to market over 4 million long tons 
in 1972 and that sales could grow over 6 million long tons by 
1976 under present marketing practices. The increased sales 
would be accompanied by a reduced price possibly reflecting 

a Becvack- co the Alberta plants of tas lier le! as sal00 to $5.00 
per long ton. The projected sales under present practices 
would continue to be considerably below forecast production 
and would result in a tremendous increase in inventories. 
Projections suggest that sulphur inventories could amount to 
as much as 25 million long tons by 1976 and would be grow- 
ing at some 4 million tons per year by that time. Coupled 
with the further erosion of the dollar netback to Alberta 
producers and of the royalty to the Alberta Government this 


fe2not an attractive outlook. 


The lower world price for sulphur and the lower netback 
to the plant site for Alberta producers would have a most 
serious impact on the Alberta Government's conservation and 
environmental control programs administered by the Energy 
Resources Conservation Board. With respect to conservation, 
if Alberta sulphur were to be valued at as low as $3.00 to 
$5.00 per long ton FOB plant site, recovery of sulphur would 
become economically unattractive in nearly every plant in the 
Province. Consequently, the Conservation Board would find it 
difficult to require increased sulphur recovery under such 
conditions of distress sulphur values. Furthermore, the 
sulphur not recovered would still have to be removed from the 
gas but would be directed to the atmosphere in the form of 
sulphur dioxide. The low sulphur prices would place. :-an addi- 
tional roadblock in the way of the Government's program of 


pollution control. 
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tre Tegeced seiting price for sulphur would have its 
impact *on “the economy of the Province due to the reduced 
Sotal "revenue to Che industry. The royalty revenue to the 
Government would also continue to decrease. With sulphur 
prices act*"the plant’ as low as $3.00 to $5.00 per, long ton 
royalty revenue attributable to sulphur would drop to the 


vanishing point. 


Recent Actions 


The Alberta sulphur producing industry and the Alberta 
Government have both been greatly concerned about the diffi- 
culties in marketing sulphur over the past few years and 
the related decline in revenue from sulphur sales. The 
industry, both on an individual company basis and in certain 
instances collectively, has taken steps to improve the 
competitive position of Alberta sulphur in world markets. 
Improvements have been made in the methods of handling, 
storing and shipping of sulphur. One of the more widely 
publicized developments is that of the movement of sulphur 
to tidewater at Vancouver by unit train, a method which is 
now commonly used. Also, an exchange arrangement has been 
worked out so that sulphur going to off-shore markets is taken 
from key shipping plants which produce sulphur in slated or 
flaked form. Another development for the future will see the 
creation of common stockpiles at shipping terminals thus re- 
ducing storage charges and facilitating movements to off-shore 
markets. Negotiations are continuing between the Alberta 
industry and Canadian railroads to improve further the economics 
of shipping Alberta sulphur to distant markets. Research 
directed to finding new uses for sulphur such as in asphalt mix 
and as building materials is being carried out in Alberta under 
cooperative industry sponsorship. I hope and expect that these 
efforts will continue and will meet with even greater success 


in the future. 
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The Alberta Government has also been actively studying 
the sulphur situation and has convened a series of meetings 
with Alberta producers. Since mid-1970 I have been working 
with an industry committee which has been advising me on 
sulphur matters. The committee has been very helpful and has 
GOne much work towards the solution of our problem. In fact, 
many of the statistics and projections referred to in this 
Statement result from work of the industry sulphur committee. 
The Energy Resources Conservation Board also has provided me 
with much useful statistical information and technical advice. 
It has become apparent to me that Alberta's actions have, and 
WIiLTr inthe fwtetre have, “a mayor tiniluvuencevton the iwerkd-wide 
marketing of sulphur. In particular I have become convinced 
that Alberta, in its own interests as well as in the interests 
of stability for both producers and consumers of sulphur, must 
regulate the amount of sulphur that is marketed. This would not 
eqnstitutersa.control ofuprice but,, frankly speaking, I would 
hopevShasn.it.-would,lead to,a stabdlaization of prices.at ‘realistic 
levels. This would be better for all concerned than the wild 
swing of the recent past from over $35.00 to below $6.00 per long 
ton. FOB Alberta plant or from $50.00 to $20.00 or so per long 


ton delivered to the customer. 


The Canadian Government also has recognized the sulphur 
marketing problem and is working towards a long term solution. 
It recently served as host for a meeting of government officials 
from twelve countries, including both major exporters and im- 
porters of sulphur. It plans further international meetings 
to analyze the problems facing the world producers and con- 
sumers of sulphur now and over the long term and to develop 


solutions to them. 


Summary 


Let me now summarize the overall situation as the Alberta 


Government sees it. 
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1. Alberta production has become a major force in the 
world sulphur industry - Alberta is now the second largest 
producer and within a year will be the largest producer; 
already it is the largest exporter of sulphur, a position it 


will maintain. 


2. The sulphur industry is important to the economy of 
the Province and of Canada. It bears an important share of 
the total cost of processing sour natural gas to fuel gas 


specifications. 


san,the chaotic marketing of sulphur resulting in dis- 
tress prices impairs the economics of both our resource 
conservation program and our programs for the prevention of 


atmospheric pollution due to sulphur compounds. 


Amr eConmtnoliled istockpiling "of ‘part of "Alberta "s “involun- 
tary production of sulphur with deferment of income from its 
sale is in the overall and long term interest not only of the 
Alberta producers and the Alberta Government but of the produc- 
ing industry as a whole. The world consumers of sulphur would 
surely also welcome the stability of price at realistic levels 


which should result. 


5. Alberta's concern about the state of the industry is 
shared by the producers in the other major exporting countries 
and these producers are looking to Alberta for leadership in 


actions to bring stability to the industry. 


6. Alberta's concern also is shared by the Canadian 
Government which has recently taken steps to initiate inter- 
government discussions. These discussions may in time lead 
to some form of inter-government commodity agreement but, even 


if successful, this could take several years. 


7. The Province of Alberta has too much at stake for the 
Government to permit the present situation to continue to deter- 
iorate or even to wait in anticipation that the meetings 
sponsored by the Canadian Government will eventually prove 


helpful. 
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Policy Statement 


Because of the importance of the matter to our Provincial 
economy, our royalty revenues and our conservation and pollu- 
tion control programs the Alberta Government has decided to 


take the following steps. 


ifveat Will continue and increase its joint efforts with 
the Alberta producers of sulphur to seek improved methods, 
increased efficiency and lower costs for the stockpiling, land 
transportation, terminalling and ocean transportation of 


sulphur. 


22.6" eerective Januaryolgel 9/2, the Alberta Government, 
through my office as Minister of Mines and Minerals, and to 
preserve and strengthen the economic viability of Alberta's 
resource conservation and pollution control programs, will issue 
inventory control guidelines for the Alberta producers of 
sulphur. These guidelines will indicate, for each sulphur pro- 
ducing plant in Alberta, the percentage of the sulphur produced 
which in the Minister's judgment should be added to inventory or 
StoOCKp IG, The guideliness will be issued either on a monthly 
Or a quarterly basis and suitably in advance of the period to 
which they apply. All producers will be asked and expected to 
comply with the guidelines. I expect, that this program <of 
SuvenmuoOry ‘control will lead to ai return to reality and, stabili-~ 
zation in world ‘sulphur prices (to the benefit of all concerned, 
It should allow Alberta to proceed with its programs of resource 
conservation and pollution control. It should result in more 


realistic royalty payments as the sulphur is marketed. 


3. Prior to the next session of the Alberta Legislature 
detailed consideration will be given to the possible need for 
special legislation for the creation of a sulphur marketing 
agency or to permit other actions by the Government as may be 
required. These will be dictated by our experience with the 


inventory control program. 
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In announcing this program of the Government I wish to 
assure you that the decision to take these steps has not been 
made lightly. The whole matter has been the subject of study 
and discussions for a full year. The Government, as custodian 
for the people of the natural resources of the Province, is 
convinced that it would be failing in its responsibilities if 
ic Were nor to take “action atecoie time. Also, ". stould say 
that the Alberta Government is not opposed to the actions being 
taken by the Canadian Government. We hope their actions will 
eventually be successful and that they may be suitable to re- 
place at least part of the Alberta Government program. Mean- 


while, however, we must proceed. 


KEK oH OH ROKR OR Rk kee 


Statement of the Honourable A. R. Patrick, 
Minister of Mines and Minerals, 


Government of the Province of Alberta, Canada 
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